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Guest Editorial 
New Standards of Retail Conduct 


LEONARD GINSBERG 


Our own recent experience on Four- 
teenth Street, New York, convinces us 
that flexibility in adjusting a store’s op- 
erations to the times is the keynote of 
success. Full assortments, Fifth Avenue 
windows, quality hats and furs, re- 
strained and informative advertising are 
what we have found our public wants, 
regardless of income level. 

Basically, we are still a popular priced 
store, but nonetheless our customers also 
want fashions inspired by the greatest 
designers, the smartest things for their 
children, and pleasant surroundings for 
their homes. They, too, want the bet- 
ter things of life. We learned long ago 
that Mr. and Mrs. Consumer, and all 
their little consumers, are keen shoppers. 
They want smartly styled merchandise, 
quality-right merchandise, at reasonable 
prices. They are no longer interested in 
sales of job lots, odds and ends, clear- 
ances, and close-outs. They do not 
want low prices for one day only—they 
want those low prices every day. They 
find great comfort in the thought that 
they are able to shop for such and sucha 
bargain on, let us say, Monday, and they 
will be able to find the same, or a com- 
parable value, on Tuesday, Wednesday, 
or any other day of the week. 


The age-old axiom ‘‘Penny wise and 
pound foolish” may have been applicable 
in the past, but, in our opinion, today it 
is no longer true. Low prices alone are 
not enough. The merchandise that goes 
with those low prices must be of depend- 
able quality, and a well-equipped and 
authoritative Bureau of Standards is 
essential today. For example, all the 
merchandise that goes through our Bu- 
reau of Standards has been tried and 
tested. Every claim we make, verbally 
or in our advertising, has been strictly 
censored by our Bureau. Our buyers 
were instructed to buy only from reputa- 
ble manufacturers, from the leading 
sources. They must take pride in the 
quality of the merchandise they buy, so 
that our salespeople, in turn, can take 
justifiable pride in selling. 

Early this year, we recognized the new 
trend of our purchasing public. In addi- 
tion to sprucing up the interior of our 
stores with a little paint and a lot of re- 
arranging, we did much to revitalize our 
whole set-up. We fine-combed each 
department in our three stores to give 
every one of them a “health” glow. We 
saw to it that even during difficult mar- 
ket conditions there were complete ranges 
of sizes, fullest selection of colors, variety 


97 


Copyright 1943 New York Untversity ScHoot or RETAILING. 














98 JOURNAL OF RETAILING 


of styles. We met every consumer de- 
mand wherever possible and found it 
feasible to emphasize the higher price 
brackets. We concentrated on the fash- 
ion importance and consumer require- 
ments of everything offered for sale. 
Dramatic changes in our methods of dis- 
play were made because no prophet was 
needed to tell us there would inevitably 
be a shortage of help. The more of our 
stocks a customer could see, we reasoned, 
the easier it would be for her to shop. 
Our store windows took on a new signifi- 
cance. They stressed fashion-rightness 
and “for the duration” quality instead of 
special values. Our advertisements 
were notable for their “buy only what 
you need” appeal, and marked by the 
absence of comparative values and 
screaming headlines. We eliminated 
one-day sales and special events. We 
urged people not to buy anything unless 
they really needed it and to buy only 
quality that would endure. 

Thus, by July 13, 1943, when the War 
Production Board issued its declaration 
of Retail Promotion Policy, many of the 
new decrees had already been in effect 
for months. 

Frankly, we find all these new stand- 
ards of retail conduct very gratifying. 
They have resuited in creating a sounder 
business—much smoother and steadier 


_ 


because it is unmarked by peaks and 
valleys. They have effected immeas- 
urable feeling of good will amongst our 
customers, our vendors, and our entire 
organization. Because we select our 
merchandise so carefully and advertise it 
so accurately, it is less frequent indeed for 
a customer to be dissatisfied with any 
purchase. Consequently, customer re- 
turns of merchandise have decreased 
considerably. Despite the fact that we 
were a promotional store with big sales 
almost daily, with a complete change of 
policy in advertising since the first of this 
year, we are happy to say that our vol- 
ume had held up nicely. 

Mr. and Mrs. Consumer are approving 
these new methods, too. They like to 
know that day in and day out a store’s 
values are good and that they are buying 
fashion-right merchandise. They like 
the idea of not being rushed into buying 
something for fear they will not get as 
good a value some other time, and they 
are realizing the economy of buying supe- 
rior merchandise. 

Yes, it seems to us that the way our 
business is being conducted today ‘is from 
all angles basically sound, and I sin- 
cerely hope that this newer, saner, 
healthier way of doing business will en- 
dure long after the war. 











Industrial Peace for the Retailer 


SAMUEL R. ZACK 


With the retail employees’ growing and organized demand for security, 
arbitration provides one of the best means to ensure harmonious personnel 
relationships. 


The overwhelming majority of retail 
stores, whether in the large city or in the 
small town, are mainly privately owned 
and privately operated. At one time, 
retail establishments were a family ven- 
ture. Very few outside people were 
employed. Today retailing is one of 
the largest economic activities of our 
country. 

An extensive variety of merchandise 
is offered to the public. New methods 
of attracting customers are employed. 
Universities have established special de- 
partments to teach the science and art 
of retailing, and keener competition plus 
the ease of transportation have greatly 
altered the methods of conducting 
business. 

Except for service industries, none 
comes into such close contact with the 
public’s good will as the retail industry. 
It is this closeness to the public that 
makes the retail trade so important in 
our economic life. 

In the past, labor relations were 
thought of as a special problem, relat- 
ing only to large industrial, mining, or 
transportation industries. However, the 
rapid development of our country’s 
economy brought the problems of labor 
relations closer to every type of enter- 
prise, including the retailing industry. 
In the last decade, there has been not 
only an increase in the number of per- 
sons employed by retail establishments 
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but also a corresponding spread of 
unionization among the employees of 
such establishments. This, of course, 
raises special problems in the trade. 


PROBLEMS FACING THE RETAILER 


These problems are, in a large measure, 
internal. On the one hand, the small 
proprietor is subject to the economic 
power wielded by large corporations 
that control the supply of merchandise 
and seek to exact the maximum of profit. 
On the other hand, the consuming pub- 
lic, through bargain seeking, demands 
the maximum for the money spent with 
him. 

In addition, the retailer is confronted 
with certain internal problems: 


1. To avoid “cutthroat competition,” it is 
necessary that fair-trade practices be maintained 
by his competitors in the trade. 

2. To establish uniform practices in the trade 
that will grant him the shorter hours and vaca- 
tion periods which labor seeks for itself. 

3. To create such conditions among the em- 
ployees that will produce the most efficient and 
loyal services. 

4. To create methods for the peaceful solu- 
tion of industrial disputes. 


MEETING THE PROBLEMS 


In approaching these problems there 
are two assumptions we must make at 
the outset: 


1. Union organization of retail employees is 
here to stay. 
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2. Working people, generally, are consumers 
and therefore are customers. 


In the past, wages for retail employees 
were low, and hours were long and tire- 
some. The employees were at first 
submissive, then indifferent, and finally 
rebellious. With the spread of unionism, 
many pent-up feelings came to the sur- 
face. A retail employee, who was seek- 
ing to improve his condition, naturally 
looked to the high-scale wage industry 
as a criterion, not realizing that such 
standards were the achievement of years 
of effort. He was impatient with his 
long hours; grumbled at the monotony 
of his duties; and was sensitive of his 
employer’s attitude. He wants, above 
all, security. 

The retail employer, while often dis- 
guising it, is resentful of being compelled 
to bargain collectively with his em- 
ployees. He feels that his knowledge 
of the business plus his capital invest- 
ment should entitle him to free and un- 
limited control. He wants to act toward 
his employees without restraint from 
any source. He wants the arbitrary 
right to determine wages, hours, working 
conditions, and the circumstances under 
which an employee may be discharged. 


COLLECTIVE BARGAINING 


For the peace of the industry, it is 
necessary that the aforementioned posi- 
tions be reconciled. The first step 
toward such reconciliation is the accept- 
ance by the employer of the principle of 
collective bargaining. No matter how 
cordial and intimate the relationship 
between the employer and employee may 
be, there is still a difference in position. 

Employees feel that self-organization 


holds for them security and a freedom 
from fears which may be engendered by 
reason of the difference in economic 
status between employer and employee. 
Fears are often intangible but neverthe- 
less produce tangible effects. Experi- 
ence has demonstrated that the best 
method for removing these int agibles 
is an openhanded recognitic. of and 
dealing with the labor organization se- 
lected by the employees. The realistic 
approach would be to learn how to live 
together with labor organizations and 
cooperate for mutual benefits. 

Retail establishments are often power- 
less to withstand the strong pressures 
which large corporations can exert 
against them as purchasers of their 
products. Friendly relationship with 
labor organizations can achieve strong 
allies in the struggle against unfair eco- 
nomic pressure by these organizations. 
Since labor organizations exist for the 
purpose of improving the conditions of 
their members, they naturally assist in 
enforcing new standards and practices 
in the trade. These would improve the 
conditions of the trade, such as mainte- 
nance of fair wage scales and working 
conditions (which would tend to elimi- 
nate certain unfair competitive prac- 
tices), proper working hours, and 
reasonable vacation periods. 

As previously mentioned, the retail 
trade is dependent directly upon the good 
will of the public. The employee of the 
retailer plays a very important part in 
the building of that good will. A satis- 
fied employee translates into his actions 
the degree of efficiency and loyalty so 
necessary for the enterprise. 

One of the methods for securing the 
prosperity of an enterprise is the mainte- 
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nance of industrial peace. This is so 
recognized today and has been so amply 
demonstrated that argument is su- 
perfluous. 


ARBITRATION 


Neither labor nor management need 
resort to the ‘‘fang and claw” method of 
adjusting their controversies. In the 
characteristic democratic way, the Amer- 
ican people have demonstrated that the 
conference table and voluntary arbitra- 
tion present more efficient ways for the 
mutual adjustment of industrial dis- 
putes. 

In our calmer moments, we are in full 
accord with the salutary teachings that 
civilization hangs on man’s adoption of 
the conference method to bring about a 
meeting of minds. Differences of opin- 
ion there have always been, some of them 
leading straight to the field of battle, to 
a test of physical strength. Yet no one 
ever believed that might settles problems 
of right, that force is the source of per- 
sonal or property rights, that fists and 
brawn give to their possessors the earth 
and all that is in it to the exclusion of 
those who are weak. We, in America, 
have not yet succeeded in ostracizing the 
rule of ‘‘claw and fang,” but I am pre- 
pared to say that the Labor Arbitration 
Program has shown to both labor and 
industry that our disputes can be settled 
in a peaceful manner, as we have illus- 
trated in the past three and one-half 
years over the air. I am further pre- 
pared to say that the wider we spread the 
knowledge and use of mediation and 
arbitration, the speedier will their ac- 
ceptance be. 
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EXAMPLES OF NEED FOR ARBITRATION 


A striking example of the loss which 
both labor and management sustain for 
the failure to use the American method 
of arbitration or mediation is illustrated 
by the following cases: 

In the winter of 1941, a dispute arose 
between a large drugstore chain and a 
union. The union called a strike. Hun- 
dreds of pickets marched in front of the 
stores owned by this chain. Many 
stores ceased operating. Neither side 
was willing to compromise nor would 
they arbitrate their differences. After 
several months of striking, peace was 
declared. By that time the chain closed 
many of its stores, which, to this day are 
unopened. Hundreds of workers lost 
their jobs. The employer lost large sums 
of money. The union depleted its treas- 
ury. Both sides ended up as losers. 

At the same time, a controversy arose 
between another union and an association 
consisting of a hundred independent drug 
stores. The matter was brought to 
arbitration. The result was an award 
accepted as satisfactory by all parties. 
There was no strike. No stores were 
closed. The hundred merchants re- 
mained in business. The union members 
remained on their jobs. The cordial re- 
lations still continue. 

Another instance was a matter that 
involved thirteen thousand garage work- 
ers, as well as hundreds of garage owners. 
The parties could not agree on the em- 
ployer’s demand that he be permitted to 
discharge fifty per cent of the employees 
so that the remaining fifty per cent 
would receive full-time employment. 
The union insisted that all workers remain 
working part time. A strike appeared 
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imminent. However, the matter was 
brought to arbitration. This prevented 
a strike and achieved a peacefu! solution 
of the problem. 

Another illustration is about a large 
credit house that discharged a collector 
for inefficiency in the handling of his 
route. The union claimed unjust cause 
for the discharge and a strike was called. 
On the day of the strike, both parties 
were persuaded to arbitrate their dispute 
which resulted in a peaceful settlement, 
speedy termination of the strike, and re- 
employment of more than two hundred 
workers. 

On one occasion a retail employee was 
discharged for insubordination. The em- 
ployee felt that the discharge was not 
only unjust but due allegedly to discrim- 
ination. The other employees in the 
establishment felt that the discharge 
affected their own security and there was 
a deterioration in their morale. They 
ever: threatened to call a wildcat strike 
on behalf of the discharged employee. 
Fortunately the entire matter was sub- 
mitted to arbitration. When both sides 
aired their grievances and discussed the 
basis for their actions, the tension eased 
and they recognized that they were both 
equally at fault. As a result, the 
employer voluntarily reinstated the em- 
ployee and a more harmonious atmos- 
phere was created and still exists in the 
establishment. 

The above mentioned cases that were 
settled by arbitration are a few of many 
hundreds that were broadcast over 
Station \.MCA in New York City. 
Hundreds of cases can be cited as further 
illustrations of the efficacy of the confer- 


ence table and arbitration in the mainte- 
nance of industrial peace. 


MOST COMMON DISPUTES 


The types of disputes between retail | 
employer and employee are many, but : 
the following are the most common: 


1. There is the worker, who for the first time 
joins a union and feels that he is now backed by 
a large group. He feels that this gives him the 
right to disregard the wishes of his employer. 
His attitude usually leads to a discharge for in- 
subordination. 

2. The demands of an employer that the 
employee assume special duties that are not 
provided for in the contract. 

3. A contract containing ambiguous clauses, 
and the union and employer cannot agree as to 
their interpretation. 

4. The most vicious dispute is a jurisdictional 
dispute between two or more unions, where an 
innocent employer is caught in the middle. As 
a rule this sort of dispute is never ended until 
the employer’s business goes into receivership. 

5. When a shop steward, usually elected for 
the first time by his fellow employees, through 
an arrogant attitude that he oftimes assumes 
stirs up a conflict that in almost every instance 
can be settled only by arbitration. 


ARBITRATION LEAVES NO SCAR 


The value of the method of arbitra- 
tion for the settlement of industrial 
disputes lies in the fact that arbitration 
leaves no scar. Moreover, it demon- 
strates a method of cooperation between 
employers and employees who have a 
joint interest in the success of the enter- 
prise. Again, it helps to create stability 
in industrial relationship. 

Industrial peace pays dividends. As 
long as management and labor will settle 
their differences by arbitration, so long 
is our democracy ensured. : 





























The Application of Self-Service to 
Department and Specialty Stores 


H. E. GLAvE 


The results of a greai deal of experimentation in devising fixtures that will best 
utilize space and at the same time make merchandise available are found in this 
factual presentation. 


Self-service, self-selection, open se'ling, 
plus many other phrases, have been 
“concocted” for this supposedly new type 
of organized selling. 

Unfortunately, the retailers of this 
country were misdirected in their 
thoughts with regard to it. Most mer- 
chants, when they hear the terms self- 
service or self-selection, immediately 
think of supermarket grocery stores, 
chain stores, and the 5s and 10-cent-store 
type of selling. It is true that the chain 
stores fathered this idea; they developed 
it because of necessity and their need for 
low operating costs. The real purpose of 
self-service can be described in one word: 
accessibility—accessible to the customer, 
accessible to the salesperson. This prin- 
ciple should be accepted by all stores. 

A great many merchants have become 
excited about self-service and have 
“cooled off’? just as quickly because 
management was not fair to itself and 
did not take the time or responsibility to 
analyze self-service and determine what 
it would accomplish. At Thalhimer’s 
we are studying its possibilities and are 
giving it every chance, but we are also 
going at it systematically. Self-selection 
has many good points and can be applied 
to all types of stores and practically all 
types of merchandise. 

It has been said that, in a store, ‘‘space 
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ismoney.” Many a merchant feels that 
if he could only enlarge his selling space, 
he could greatly increase his volume. In 
some cases this is true, but every addi- 
tional foot of selling space means addi- 
tional costs in overhead, and many times 
the increase in volume is more than offset 
by the increase in costs. 

Now, regarding space, an analysis of a 
store as to what makes it run reveals 
three elements: (1) merchandise, (2) 
fixtures, (3) personnel. These three 
component parts of the store are impor- 
tant and they ali go together to make a 
store operate efficiently. On the chart 
with the title “Merchandise Shapes” 
there are three types: 


Vertical: includes ready-to-wear, men’s 
wear, boys’ wear, and other types of 
hanging merchandise 

Horizontal: includes merchandise such as 
shirts, infants’ wear, and hosiery 

Mass: includes furniture, packaged goods 
such as those found in drugs, and toilet 
articles 


These shapes determine the type of fix- 
tures that have to be used. 

The planning of the fixtures is an inte- 
gral part of the self-service concept as 
can be demonstrated by examining self- 
selection layouts that are actually at 
work and are producing results. 

A study of shapes and sizes of mer- 
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chandise reveals that a table 60 x 30 is 
the ideal size for most merchandise. 
These may be grouped as indicated in the 
second chart—into two-table, three- 
table, and four-table set-ups. For 
example, a four-table set-up is adequate 
for a complete classification in an infants’ 
wear department, arranged from the cus- 
tomer’s point of view and accessible to 
both herself and the salesperson. 

Suppose we were to watch a woman 
shopping for a layette—the items that 
she would be interested in first would be 
bath items, such as, soaps, oils, and Q 
tips. The second items in relation to the 
baby’s layette would be clothes to dress 
the baby in, such as, bands, diapers, and 
Gertrudes. The third items in their 
order would be the blankets, robes, and 
caps. All of the merchandise may be 
arranged on the set-up in an organized 
and related layout, visible to the eye, and 
properly and plainly priced so that the 
customer can conveniently make her 
selection. 

The reserve stock may be stored in the 
lower position of the table in drawers 
immediately under the display space and 
be laid out to match the forward stock 
on top of the table: This makes it pos- 
sible for the salesperson not only to sell 
from drawers if necessary, but at the 
same time to fill forward stock from re- 
serve stock located directly under the 
items shown on the tops of the tables. 
It also makes it easy to spot an out-of- 
stock condition by the empty bin. With 
such a layout, instead of looking at a 
pretty fluffy group of infants’ tables, the 
customer sees full assortments of infants’ 
items. 

Thus, organized selling does four 
things: 


1. Helps the customer to buy 

2. Makes it easier for both the old and new 
salespeople to find merchandise 

3. Enables the store to carry twice as much 
stock on the floor, which is important in today’s 
labor market 

4. Aids in stock control 


TYPES OF ARRANGEMENTS 


Flexibility plus function is important 
in today’s retailing. In order tw illus- 
trate these two points, there are three 
different arrangements, already referred 
to and shown in the second chart: 


A. Two-Lable Unit 

This is the usual island unit for main aisles 
where traffic is heavy and where it is desirable 
to use numerous cross aisles to fan the traffic out 
into the department. It makes a compact unit 
for the clerk to service and it presents the maxi- 
mum amount of merchandise in feature corner 
positions where it receives attention from cus- 
tomers on both aisles. 


B. Three-Table Unit 

When space permits and it is desirable to 
show a more complete range of one type of mer- 
chandise in a single unit, the three-table group- 
ing is a satisfactory solution. This type of unit 
offers a variety of possibilities for presenting 
merchandise so that a trade-up becomes natural. 
The table facing the heaviest traffic flow can be 
devoted to quick-moving, best-selling items, and 
the two tables behind it set up with a selection 
of higher price items to appeal to the customer 
stopped by the low-price merchandise. Another 
possibility is to combine three tables of different 
but related items as a natural aid to produce 
additional sales. 


C. Four-Table Unit 

The four-table set-up is large enough to pre- 
sent a complete small department with all its 
related items in natural and convenient conjunc- 
tion, or it may be used effectively in presenting 
related items of a larger line. Although this 
unit gives a generous presentation area, it is 
not so large as to be cumbersome and experience 
proves that customers will walk around it, serv- 
ing themselves from all sides. 
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BALANCING SALES AND SPACE 


Space is money and it is important 
that the store take advantage of this 
space to get the most dollar volume from 
it. 

Most stores can be enlarged as much as 
25 per cent without touching the building 
and without one cent of additional over- 
head. Correct, efficient, space-saving, 
functional fixtures are the first step. 

The second step is an accurate analysis 
of the balance between sales and space. 
It is amazing but true that many mer- 
chants, whose cost accounting in other 
respects is accurate to the last decimal, 
are still merchandising their valuable, 
expensive, and crucially important selling 
space on a system of purely ‘‘by guess 
and by golly.” No store owner would 
think of running his newspaper advertise- 
ments without a heading, without an 
illustration of the merchandise, or an 
adequate amount of space to illustrate 
this merchandise in the advertisement. 
However, this is not true in merchandis- 
ing sales space in a great many stores 
today. 

The third chart illustrates a selling 
table found in most stores. On this 
table are shown the feature selling loca- 
tions. The locations are based on actual 
tests and figures: Number one is the pre- 
ferred position and in these locations 
should be placed the best sellers; either 
from a volume or a dollar standpoint. 
The secondary items are placed accord- 
ingly in relation to their value to the 
department. Note that the overtable 
riser, which may be called “skyscraper 
space,”’ becomes the number two position 
along with the front part of the table, 
which is also designed as number two. 


SKYSCRAPER SPACE 


In addition to making the merchandise 
accessible, the overtable riser is particu- 
larly useful for displaying related items, 
thus facilitating suggestion selling. On 
a table displaying infants’ socks, for ex- 
ample, the skyscraper space is a good one 
for infants’ shoes. This type of selling 
involves the use of cubic space to good 
advantage. 

The fourth chart illustrates the sky- 
scraper space. Assume that this build- 
ing occupies an area of 300 feet in width 
and 500 feet in length, which would make 
on one floor 150,000 square feet of space. 
If horizontal expansion is not possible in 
order to increase the capacity of this 
building, it is necessary to build upward. 
If we go ten stories, we increase this 
150,000 square feet to 1,500,000—just 
ten times as much space. This same 
thinking may be applied to a table in the 
store. A 30 x 60-inch table is nothing 
more than an area of this size elevated to 
thirty inches from the floor. Above this 
30 inches is about 30 inches of valuable 
space to be used. 

The overtable riser that provides the 
extra space may be constructed with two 
shelves on the same slope, and Mrs. 
Customer, standing in front of the table, 
can see at least 25 per cent more mer- 
chandise than with the old conventional 
fluffy-type layout. 

Infants’ dresses provide an excellent 
example of taking advantages of the sky- 
scraper space in a store. A table top 
may carry large revolving wood blocks in 
shape of the children’s blocks. From 
each side extends a round rod upon which 
dresses may be hung. Because the block 
revolves, the customer is enabled to make 
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her selection, and see four times as much 
merchandise as she could if there were 
only a rod coming from the table with a 
bent arm. This plan also enables mer- 
chandise to be layed out in front of the 
table and, in this way, the selling ca- 
pacity of this table can be increased ap- 
proximately 25 per cent. Since this 
particular fixture was installed in one 
department, its toddlers’ dress and suit 
business was tremendously increased. 

Another example of taking advantage 
of the skyscraper space is a fixture used 
for the selling of aprons and pinafores. 
Because of the nature of the aprons sold, 
the customer wants to try on the various 
aprons to see how they will look on her. 
Formerly, it was necessary to spend a 
great deal of time folding and unfolding 
merchandise which had to be pressed in 
order for the customer to see the mer- 
chandise at its best advantage. 

By means of a revolving spindle at the 
left of the new fixture, pinafores can now 
be hung on this spindle and the folded 
merchandise placed in the bin on the 
right-hand side. Each one of these 
fixtures is a complete unit in‘itself and 
can be moved around the floor ac- 
cordingly. 

A blouse fixture provides another good 
example of space utilization. It is set 
on top of a regular table and utilizes both 
the square foot and cubic foot area of the 
3 x 6 foot space. By using center hang- 
ing fixtures, the store was able to show 
forty-eight blouses on each side of the 
table and thirty-two blouses hung from 
the center of the table. This affords a 
concentrated blouse department in a 
very small 3 x 6 area. 
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THE CUSTOMER VIEWPOINT 


People come into the store to buy mer- 
chandise. Some merchants say, “I do 
not want this new type of selling in my 
store.” It is true that every store has 
its own individuality and naturally 
should preserve it. However, all stores 
have to remember one thing, and that is 
the customer. 

There are two things a customer re- 
members about any store in which she 
may shop: 

1. How she was treated by the salesperson 
and how long she had to wait to be helped. 


2. The merchandise and how vast an assort- 
ment the store had. 


All of the other so-called important items 
with regard to good store operation seem 
to be pretty well forgotten by the 
customer. 

Many merchants spent a great deal of 
time worrying about the types of wood, 
the design of the fixture, plus many other 
so-called features. The customer is not 
interested in any of this type of frill. In 
analyzing the three basic merchandise 
shapes, presented earlier, it should be 
observed that the horizontal merchandise 
can be layed out on top of the counter 
and be arranged by size, by color, and by 
price. For example: sweaters, with the 
many beautiful pastel shades now avail- 
able, allow an attractive arrangement to 
be set up by the use of an overtable riser. 


UNDERTABLE SPACE 
Good housekeeping is very important 
in any store and will always pay divi- 
dends, but it means more than keeping 
the store clean. It also means keeping 
the stocks in order so that both new and 
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old salespeople can find the merchandise. 
The proper utilization of space under the 
table is as important as that of the space 
above. In a great many stores sales- 
people try to find merchandise of a differ- 
ent size than that which is shown on top 
of the table, and finally find it two or 
three tables away from the one upon 
which the items are displayed. This 
type of selling is a definite handica™ to 
the salespeople, both new and old, and 
makes for slower operation. By keeping 
the forward and reserve stocks together, 
clerks can show larger assortments be- 
cause of the fact that the reserve stock 
becomes the forward stock by merely 
opening the drawer of the table. 

In order to make it easier for the sales- 
people to find reserve stock, the drawers 
of the tables should be sectionalized. 
This will eliminate the old system of 
keeping stock in cartons and boxes. 


IDENTIFICATION OF STOCK 


Identification of stock is very impor- 
tant in the store both from the standpoint 
of signs that are used to identify the 
merchandise as well as price signs and 
size information. There are three differ- 
ent types of identification methods used 
(see the fifth chart): 


a) Bin ticket holder. This ticket showed 
price, size, and other essential details. The bin 
ticket holder in the past has been made from 


metal and, while a great many stores object to. 


using this type holder, others can be manufac- 
tured from wood strips, and recently a new type 
of holder has been introduced made of plastic. 

b) Sign holder. Sign holders come in a vari- 
ety of sizes and should be used sparingly. The 
signs that are used should be simple, neat, com- 
pact, and informative. Arty, overelaborate, 
overlarge signs defeat their own purpose by hid- 
ing and distracting from: the merchandise. In- 
formative signs, of course, are important, for 


4 


they inform the customer and support the sales- 
person. The importance of good signs cannot 
be overemphasized. They sell while customers 
are standing, waiting, and looking around. 
They sell when salespeople are not available for 
the moment. They are a source of information 
for the salespeople and contingents. 

c) Shelf-sign strips. These strips are used 
for edges of shelves and risers and are used for 
both price and size. They are extremely im- 
portant in departments such as men’s shirts and 
lingerie. 


STOCK ARRANGEMENT MORE CONVENIENT 
FOR CUSTOMER 


A newly designed belt fixture is a good 
example of a convenient stock arrange- 
ment for customers. It enables the cus- 
tomer to see a complete line of all of the 
belts hanging from convenient brackets 
and it also displays a large assortment of 
belts showing how they appear in use. 
At each end of the fixtures there is a mir- 
ror for the customer to see the belt when 
she tries it on her own person. 

Many stores do not want to let them- 
selves become cluttered up with a lot of 
glass binning and other types of fancy 
fixtures, particularly on their upper 
floors. However, functional grouping of 
merchandise with identification of price 
and other information that is important 
to the customer cannot be overlooked. 

A great many store owners have got 
very excited about simplified selling and 
it is unfortunate that the supermarket 
has been regarded as the criterion. 
People come into the department and 
specialty store to buy merchandise, and 
great stores are built on a foundation of 
the right merchandise at the right price, 
with the facilities to handle the customers 
and give them service of a type they 
want. Every store should keep abreast 
of the times and give their customers 
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every advantage it can in the way of 
merchandise accessibility. There will 
never be a complete self-service depart- 
ment store; there will be, however, 
changes in dissections within depart- 
ments that will simplify selling facilities 
which, in turn, will make for faster and 
easier selling. 

Going back to the three shapes of 
merchandise found in the store, the de- 
partment store should be regarded as a 
functional type of business. A great 
many stores have the same fixtures that 
have been there for years. There are 
tables that are three feet wide and six 
feet long and others four feet wide and 
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eight feet long, beautiful showcases that 
would do justice to any museum, with 
the merchandise placed in these cases as 
you would find it if you were going intoa 
museum to look at valuable items. The 
store of the future will be made up of 
smaller units with showcases eliminated, 
and will take more advantage of the 
skyscraper space, plus the walls them- 
selves. 


STOCK ARRANGEMENT TO FACILITATE 
““TAKE-WITHS” 
Good stock arrangement, which means 
assortment displays, will facilitate more 
“take-withs.” Trips through a great 
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many stores reveal that tops of tables, 
counters, and showcases are very weak 
from the standpoint of large assortments. 
Generally, one or two articles lie on the 
tops of these various fixtures with a small 
sign that gives no information other 
than that it is a white shirt and the price 
is so much. Through the use of risers 
and scientifically worked-out table-top 
fixtures, it is possible to increase the sell- 
ing area in most stores by at least 25 per 
cent and in some cases, depending on the 
location of the fixtures, a great deal more. 


SIMPLIFIED SELLING 


Simplified selling can be described in 
one word: accessibility. The one thing 
that every store owner has to take into 
considexution is the type of store he now 
operates and the types of customers that 
he has. The one thing that cannot be 
overlooked, however, is that the shopping 
habits of people are pretty much the 
same and that every customer who makes 
a purchase or wants to look at merchan- 
dise likes to gét the merchandise in her 
hand and feel it as to quality, size, and 
color. 

At Thalhimer’s recently we installed 
a semiself-service layout in dresses up to 
$7.98, called a Dresseteria. This type of 
operation facilitates faster selling in this 
price line and provides larger assortments 
in a limited space. 

In the area selected, there are approxi- 
mately 2,500 dresses hanging at all times. 
‘these dresses are arranged by size, and 
price and all the other information is 
on large-size tickets. These tickets are 
used in connection with the cash register 


on “cash, take-withs,” as it was found 
that approximately 78 per cent of all 
sales in this price line were “‘cash, take- 
withs.”” At the time of the sale the ticket 
is inserted into the register and the 
amount of the saleisrungup. The price 
is printed in two places on the ticket, one 
below the perforation and one above.: 
The lower part of the ticket or stub is 
retained for the buyer’s stock control, 
and the upper part remains on the dress 
as the customer’s receipt. This opera- 
tion has worked very successfully for the 
selling of the largest assortment of this 
type of dress in the city. 

The personnel of the Dresseteria con- 
sists of one wrapper and three sales- 
people, who are really hostesses. One of 
these may be eliminated because the 
department is beginning to catch on in 
the city. In the center of the floor, new 
thirty-by-thirty-inch tables are used. 
There is a tremendous amount of mer- 
chandise out on these tables as well as on 
the racks. 


TRENDS 


Because of the increased packaging 
and other new products that are being 
worked out in connection with the war 
effort, there will be a considerable 
amount of prepacked merchandise that 
will lend itself to self-selection, and there 
will be a very definite trend toward 
selling from samples that will be used in 
connection with simplified selling. Mer- 
chants should keep abreast of all new 
ideas and keep searching for new ways 
and ideas to make their stores better ones 
in which to shop. 
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Has Retail Institutional Advertising 
Come of Age? 


JosEPH LoRIN 


Here are specific suggestions as to themes for institutional copy and thoughts 
for the postwar period. 


Here is a huge pile of September, Octo- 
ber, and November advertisements of 
stores from coast to coast. Represented 
are the largest stores in the largest cities, 
as well as small stores in small cities. 
By and large the advertisements are the 
kind you would find any time you picked 
up a pile of store advertisements. But 
in thumbing through the advertisements 
two facts are apparent: (1) There is a far 
higher percentage of advertisements that 
get away from the item and price variety 
of presentation. (2) There is almost a 
complete absence of price-pressure ad- 
vertisements. But there are still a few 
that bluntly say: “bargain” and “buy 
now,’ and quite a few in which the price 
emphasis is veiled or so strongly implied 
as to make them “‘sale” advertisements 
without the word ‘sale’ being used 
After all, a store’s ‘‘birthday party” is 
not so far removed from an “‘anniversary 


sale.” 


DECLINE OF PRICE APPEAL 


When the WPB enunciated the re- 
tailer-approved advertising policy on 
textiles it posed a problem to most stores. 
Merchants will admit, however reluc- 
tantly, that price did play a very signifi- 
cant role in the store’s competition for 
customer traffic. Few retailers will deny 
that no matter how important they 
regarded their policy of complete assort- 
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ments, correct styling, good taste, and 
quality standards, their most potent bids 
for immediate patronage were based on 
value superiority. Any representative 
collection of typical department-store 
advertising showed that price appeal was 
predominant. However, during the past 
two years, stores were able to depend less 
and less on their ability to outshine com- 
petition on price. Nevertheless, it is 
remarkable how much emphasis was put 
on price, even when the merchandise 
offered could not be replaced at anywhere 
near the advertised price. Yes, price 
more than any single factor gave point 
and power to the average retail ad- 
vertisement. 

As markets tightened and “special 
buys” became increasingly scarce, as the 
consumer’s pocket became heavier with 
cash and volume grew, price emphasis 
became somewhat less evident in depart- 
ment-store advertising. Deprived of this 
crutch, management and the advertising 
fraternity alike began to feel a sense of 
disappointment with the store’s day-to- 
day presentations. The advertising was 
no different in physical appearence, but, 
when ‘aken apart and examined as to 
what it was doing for the store, it was 
found more wanting than ever. Even 
under normal! conditions much of retail 
advertising is wasted because it says 
nothing and does nothing, but at least 
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it packed a competitive punch commen- 
surate with the store’s ability to acquire 
merchandise that had a price edge over 
competition. But each day’s newspaper 
space allotment was filled with the same 
themes that every other store had, at 
about the same prices, with about the 
same story. So it was expected that 
dissatisfaction would result on the part 
_of management and the advertising 
managers alike. 


TREND TOWARD INSTITUTIONAL 
ADVERTISING 


This dissatisfaction resulted in many 
instances in a decision to do more “‘insti- 
tutional” advertising. This subject of 
institutional advertising is an old one. 
In the past twenty-five years, it has been 
banded about at practically every meet- 
ing of retailers where advertising was up 
for discussion. Always the conclusion 
was overwhelmingly in favor of more 
institutional advertising, and ~'ways 
there was very little more of such adver- 
tising. How many stores can be found 
in the whole United States whose adver- 
tising is entirely institutional, like Ohr- 
bach’s, or who did a consistently fine 
institutional job for years, as Rich’s of 
Atlanta, or came out with such frequent 
institutional campaigns, like Macy’s? 
You can count them on your fingers. 
Institutional advertising, if any, was 
done before and during anniversaries, or 
sometimes when spurred on by some mo- 
mentous event. Of course, it can be 
argued that all advertising is more or less 
institutional, but reference here is to 
advertising that has as its sole job not so 

1 Charles M. Edwards, Jr., and W. H. Howard, Re- 


tail Advertising and Sales Promotion (New York: Prentice- 
Hall, Inc., 1936), p. 162. 


much to sell any specific item or group of 
items, but to sell the store or a division of 
the store. Perhaps it would even be 
better if instead of calling it ‘‘institu- 
tional” advertising it were called store- 
selling advertising, or, better still, as one 
retailer expressed it the other day, 
“public-relations” advertising. 
Institutional advertising is the kind of 
advertising that ‘‘builds a reputation for 
a stcre, dramatizes its position in a com- 
munity, emphasizes the advantages the 
store possesses and builds confidence in 
its merchandise and services.” Most 
stores have always wanted it, have often 
talked about it, yet very infrequently 
used it. Under today’s conditions a 
greater number of stores than ever want 
it and are trying it. Many buy very 
effective syndicated copy. Many call in 
advertising agencies to prepare special 
tailor-made campaigns for them. 
Others are content with the efforts of 
their own staffs, inadequate though they 
may be. But throughout the country 
in large cities as well as in smaller com- 
munities, in large stores as well as small 
stores, there is a craving for what may 
be called ‘‘self-expression’—a _ desire 
to tell a story such as the store has not 
told before in order to have the store’s 
advertising do an eloquent store-selling 
job. This awakening of stores to the 
need for institutional advertising has 
been quickened by: (1) the lack of any 
significant competitive merchandise sell- 
ing story; (2) the inability to back ad- 
vertising with sufficient quantity of any 
specific item; (3) the exampie set by 
competitors; (4) the necessity of using 
advertising to cooperate with public- 
service activities, such as bond drives, 
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recruiting drives, and _ conservation 
drives. 


DETERRENTS TO INSTITUTIONAL 
ADVERTISING 


This awakening to the power of 
institutional advertising to h: thten 
the stature of a store in its community 
would probably have resulted in a tre- 
mendous wave of such advertising but 
for the following factors: 


1. It demands more advertising skill and 
greater ability than is possessed by the staff of 
the average store. Since it must attract atten- 
tion through the power of an idea, the idea must 
be graphically illustrated and vividly presented 
in copy. Few are the stores that have illus- 
trators of such ability or even writers capable 
of doing an adequate job of writing institutional 
copy. 

2. It demands ideas wrung from the heart of 
the store itself. Since institutional advertising 
to be of value to a store must be an expression 
of the spirit and character of the store, it be- 
comes necessary for the would-be writer to at- 
tempt to define and describe this spirit and char- 
acter. And this is where proposed advertising 
campaigns have died aborning. For when store 
heads indulge in a bit of analysis and ask them- 
selves, “What does my store stand for?” or 
“‘What is there about my store that should make 
people want to come here instead of Smith’s?” 
the answer is too often so nebulous that all 
thoughts of prestige-building campaigns vanish. 


It is true that before a store can engage 
in a campaign of institutional advertising 
it must make a searching analysis of 
itself and discover the factors that make 
it an institution. It must unearth 
those advantages which it possesses that 
make people want to shop there. Every 
store has some following. People shop 
there because there is something about 
it they like. And too often management 
itself does not know why people like it. 
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I have had numerous occasions to ask 
top management “What is there about 
your store that makes people want to 
come and come again?” And too often 
the answer has been, ‘“‘Well, we have a 
good location and we offer the best values 
in town most of the time.” Yet, on 
further probing, I found that the store 
had an especially good reputation in 
certain departments, or that it was doing 


‘a good public-relations job in certain 


fields, or that it had special little ser- 
vices which no other store had. And 
very often I have been able to dig up 
news-worthy facts about the store which 
neither the top management nor the 
advertising staff realized existed. 


THEMES FOR CAMPAIGNS 


Actually, there is an_ institutional 
advertising camraign lurking in every 
store. It is all a matter of approach. 
Some help to harassed advertising folks 
seeking inspiration for institutional cam- 
paigns will be suggested by the following 
points of view: 


1. Try to orientate yourself and look at your 
store from the outside in, through your cus- 
tomer’s eyes. Think in terms of her specific 
needs. How does your store fill those needs? 
Very well, tell your public in a series of adver- 
tisements. 

2. There is a theme for a whole series of in- 
stitutional advertisements in every season’s new 
fashions—in what they do for a woman—for her 
desire to look young regardless of her age, for 
her desire to look attractive even when she is 
busy at home, in the office, on civilian defense 
\ ork, or when she is out for a good time. When 
you tell this story interestingly and sincerely, 
you are doing a good institutional job. 

3. How can your customer keep up the ap- 
pearance of her home? Surely you have in your 
store everything she needs. Tell it to her, not 
in terms of individual items, but in terms of 
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ideas. When you have done that you have 
done an institutional job for your store. 

4. In these times of merchandise shortages, 
how can your customer preserve and conserve 
what she now owns, and what is your store doing 
to help? With longer hours at home and fewer 
places to go, how can your store help her keep 
the family amused, keep the family warm? 
Every time you build an advertisement around 
such ideas you are doing institutional advertis- 
ing. Elemeatary, isn’t it? Yet look at your 
own store’s advertising and see how many such 
advertisements you have run or have planned. 
Can you pat yourself on the back and say “I’m 
doing a better-than-average institutional job?” 

5. Actually, every important department is an 
institutional advertising idea in itself. Do 
you want a good institutional campaign? Plan 
a series of advertisements, each featuring a 
specific department, putting it in the spotlight, 
dramatizing its strength. Instead of giving a 
department a series of puny item advertisements 
a few times a month, plan one vibrant advertise- 
ment that will focus attention on the whole 
department and you have a powerful institution- 
building campaign. 

6. In addition, of course, there are institu- 
tional ideas in reminding customers of the many 
services the store offers, even though these serv- 
ices are no different from those offered by other 
stores. A well-merchandised store can tell a 
dramatic story of its assortments and of its 
standards of quality even in the face of today’s 
conditions, or about the spirit of friendliness it 
has instilled in its salespeople, the ease with 
which customers can choose and buy because 
merchandise is so skillfully presented, the store’s 
desire to satisfy its customers with its credit, 
delivery, returns, and exchange policies, and its 
alertness and aliveness to the ever changing 
conditions under which the community lives 
today. 

7. And then, of course, there is an institu- 
tional story in the store’s constant cooperation 
with the civic enterprises of its community, 
with its charity drives, and with its patriotic 
efforts. To do a good institutional job a store 
must be actively a part of its community. Its 
advertising can then help portray the part it 


plays. 


Yes, there is a multitude of ideas 
lurking in every store, ideas that lie 


dormant because management is so 
close to them that it does not see the 
forest for the trees. 


EDITORIAL ADVERTISING 


The store that is sincerely desirous 
of doing an effective public-relations 
job through its advertising can go 
further than simply to dramatize itself; 
it may undertake what we call editorial 
advertising. Being an important public 
institution in the community, like the 
newspaper or radio, a store can use its 
advertising to editorialize on events that 
deeply concern it and its public. Christ- 
mastime, New Year’s, Thanksgiving, 
Armistice Day, December 7, Mother’s 
Day, all can be made the themes of 
gripping editorials run over the store’s 
signature. People like to read such 
editorials and think of the store which 
runs them as a live, alert institution. 
There is also the opportunistic type of 
advertisements such as some stores ran 
on the day Italy was invaded. You 
cannot measure the returns from such 
advertisements, but you can be sure 
that readers were impressed with the 
zest and aliveness of the stores which 
ran them. 

True, such editorials require special 
writing talent. But mighty fine adver- 
tisements of this type are available from 
many sources and fine ‘‘homey”’ philoso- 
phy has been expressed in advertise- 
ments that lacked the fine polish of the 
skilled writer, but that had that down- 
to-earth quality which made them truly 
effective. 


FORECASTS FOR POSTWAR 


Institutional advertising today should 
be a valuable part of a store’s plan for 
the future. As one retailer said recently, 
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“You’ve got to tell them today if you 


want to keep on selling them tomorrow.” © 


Some stores are making the serious 
mistake of whittling their advertising 
down to niggardly size, not because they 
cannot get the space, but because they 
“don’t need to advertise today.” Such 
stores will have to spend more in the 
future to get back to their former 
positions than they save by curtailing 
their advertising today. The excuse 
that there is so little to advertise holds 
no water because there is always the 
store to advertise. 

Merchants have asked, ‘‘Do you think 
that the expansion of institutional ad- 
vertising will continue after the war?” 
Since so many more retailers have had 
a taste of such advertising, will they 
go back to former policies of straight- 
item advertising or will they look more 
favorably on alloting a portion of their 
budget to straight institutional adver- 
tising? My answer is contrary to the 
opinion of some merchants. I believe 
that as soon as competition becomes rife 
again, as soon as the fight for traffic 
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becomes keen again, departmental fight 
for space will again encroach on budgets 
set up for institutional advertisements 
and in most instances institutional 
campaigns will be relics of the past. 
Of course, much will depend on the 
trend of retailing, on the types of stores 
that spring up to present new challenges 
to department stores. But consistent 
and continuous institutional advertising 
demands a type of courage that not 
many store managements possess. Per- 
haps the new generation will be dif- 
ferent, but this is doubtful, for the 
advantages of institutional advertising 
are intangible and require rare vision 
and courageous determination. 

If the next generation of merchants 
has these qualities in greater measure 
than the present, we may see more of 
this type of advertising. In that case 
we shall also see a different type of 
store keeping. After all, advertising 
is but an outward manifestation of a 
store’s inner reality and will change in 
character only when the character of 
retailing changes. 














Methods of Caring for Merchandise— 
The Biouse Department an Example 


N. KATHERINE MOORE 


Successful merchandising is the result of doing right a great many little 


things. 


attention is directed toward more spectacular things. 


The problem of proper merchandise care is often neglected as 


Here is an eight- 


point program, based on a survey of one department, that should—if 
followed—largely solve the problem. 


Care of merchandise is one of the major 
responsibilities of every retailer. Ineffi- 
cient methods of caring for merchandise 
lead to poor merchandising, since they 
result in a decrease in the profits that 
might otherwise be expected in a de- 
partment. 

The care of mercha: «lise is found to 
bea problem of much greater importance 
in some departments than in others. 
The blouse department is being consid- 
ered in this report, because it is a good 
example of a line where care must receive 
a great deal of attention to ensure maxi- 
mum profits. Approximately 60 per 
cent of the blouses carried in stock 
are white. The other 40 per cent are 
composed largely of pastels. and figured 
blouses with a very small stock in black 
or dark colors. (These percentages vary 
somewhat with the season, but not appre- 
ciably.) 

The quantity of white merchandise 
creates a difficult problem of soilage. 
A certain amount of soilage as a result 
of handling is inescapable in the process 
of selling merchandise. However, an 
intelligent, efficient salesperson will mini- 
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mize this handling. All departments 
allow in their initial markup for some 
markdowns growing out of damaged 
goods, but, because of the increase in the 
buying power of the average customer 
and of the average unit of sales, stores 
today are facing a much greater problem 
of soilage or damage growing out of 
handling. Shopworn merchandise can 
be classified as the result of (1) soilage, 
(2) fading, and (3) actual damage. 

Soilage. From a careful study of nine 
blouse departments in New York City it 
may be concluded that soilage in the 
department is due to: (1) careless han- 
dling by customer or salesperson; (2) 
lipstick marks due to trying on blouses; 
(3) dust and dirt from hanging or show- 
ing on dusty counters; and (4) underarm 
odors or stains due to trying on blouses. 
Careless customer handling is the most 
important single cause. 

A total of 84 blouses were found on 
clearance racks or tables in a group of 
five of the nine stores surveyed. Of 
these 84 blouses, 25 had been reduced on 
account of soilage. Two of the 25 had 
lipstick stains, 10 indicated careless 
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handling, 12 showed dust and dirt across 
the shoulders, and one was marked down 
because of underarm stain. None of 
the 84 blouses marked down was new 
stock. Since the danger of soilage 
obviously increases with the length of 
time goods are in stock, it is clear that 
every effort should be made to avoid 
slow-selling stock by proper promotion 
of aging styles and by taking small early 
markdowns. 

Fading. Display lights and lights in 
show cases are often sources of faded 
merchandise. White blouses show yel- 
low streaks across the shoulders and 
pastels often appear streaked or faded. 
The per cent of shopworn blouses due to 
fading is comparatively low. It is, 
however, one of the inescapable causes 
of markdowns. 

Damage. Merchandise damage of the 
following types were observed: (1) loss 
of buttons or ornaments from blouses; 
(2) rips or pulls in seams; (3) tarnished 
ornaments or buttons. Out of the 84 
blouses marked down for clearance, only 
five were the result of actual damage. 
Two blouses were reduced because of 
lost buttons, two because of tarnished 
sequin trim, and one because of an 
underarm seam which was pulled loose. 
Blouses often become damaged after 
they are put on clearance racks. 

Stocking blouses. Methods of caring 
for the blouse stock to avoid soilage, 
fading, and damage were varied. Popu- 
lar priced departments tended to the 
use of protected hangers and better 
departments to drawers and protected 
shelving. In one department, practi- 
cally the entire stock hung on racks in 
glass counters and in back of the counter 
in glass cases. Each blouse was covered 
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at the beginning of the day by cellophane 
or cloth shoulder covers. 

Three of the four stores that had 
blouses on hangers used shoulder covers. 
Both cellophane and cloth covers were 
in use at all three stores. The covers 
were highly approved by buyers but were 
criticized by salespeople as taking too 
much of their time. In one store where 
the most expensive blouses were in a 
separate department adjacent to the 
better dresses and accessories, the blouses 
were all kept in drawers and in the stock- 
room. ‘The only blouses to be seen were 
very attractively displayed in low mod- 
ern showcases. Another store protects 
the stock at the top shelves of showcases 
near the lights by covering the blouses 
with tissue paper. This practice and the 
use of fluorescent lighting largely elimi- 
nates fading. 

Display of blouses. Soilage, fading, 
and damage are often caused when goods 
are on display rather than in stock 
In one store, the counter has on it a 
four-inch display case with a glass top. 
This allows plenty of space to display a 
blouse and still have it protected from 
customer handling and dust. Thus, by 
glancing into the glass top of the counter, 
the customer can see clearly the type of 
blouses that can be found underneath in 
the bins. Fluorescent lighting is used 
in this display and no fading results 
since little is given off. 

Another unusual display showed 
blouses pinned in place on diagonal 
boards slanting upward in a square 
glass case. Fluorescent lighting was not 
used in this case and the buyer said 
that on a few occasions blouses had 


faded. 
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Other displays were worked out in 
the usual glass show case with shelves 
of glass near the top for stacks of blouses 
and the display of one or two blouses 
below in the bottom of the case. But 
in one instance, where direct lighting 
was used, one yellow blouse on top 
appeared to be very streaked and gray. 
Blouses were also displayed on busts 
or frames on top of the counter. These 
blouses were slightly soiled and limp. 

It should be emphasized that blouses 
can be attractively displayed without 
actual damage to the blouse and without 
the need for taking reductions. 

Fitting room supplies. Two of the five 
stores had paper shields in their fitting 
rooms but only one had lipstick tissues 
available for customers who tried on 
biouses before purchasing. 

Cleaning. Only one method was used 
universally to reduce markdowns due 
to soilage. In all departments, blouses 
were freshened for customers in order to 
retain original prices or were cleaned and 
put back into stock at original prices. 
Three of the blouse departments admit- 
ted excessive use of the cleaning facilities 
within the store. However, one store 
has closed the cleaning department for 
the duration and any soiled blouses are 
either reduced in price or sent out of the 
store to be freshened or cleaned. The 
buyer in this department insisted that 
this method was less expensive at present 
than previous arrangements within the 
store and would be continued for the 
duration. 

Three of the five stores found it neces- 
sary to check the stock each morning to 
remove all soiled blouses that could be 
freshened and sold at the original price. 


However, after a blouse has been fresh- 
ened twice and still remained in stock it 
seemed to be the usual practice to mark 
it down. 

Many times customers buy blouses 
and ask to have them freshened. This 
service is rendered by most stores. In 
this case, the blouse is sent to the 
cleaning department where spots are 
removed and the blouse is pressed and 
then is sent out to the customer or is 
held in the department until the customer 
returns for it. Although this service is 
discouraged, it amounts to one third of 
the total cleaning expense of the blouse 
department. 


AN EIGHT-POINT PROGRAM 


In view of the methods already 
discussed, which are in use in the leading 
stores in New York City, the following 
suggestions are outlined for care and 
arrangement of the merchandise in 
blouse departments in order to minimize 
soiled, shopworn, and damaged mer- 
chandise: 

1. Stocking of blouses 

a) In medium-priced departments, 
where stock must be accessible 
to customers, keep blouses on 
hangers in glass cases. 

b) In better blouse departments, 
where salesperson locates mer- 
chandise, keep blouses folded in 
‘drawers or on glass shelves with 
only a sample of each style out. 

2. Use shoulder covers on all hanging 
blouses. 

3. Keep approximately only one day’s 
supply in forward stock making daily 
fill-ins of fresh merchandise from 
reserve. (In small stores, such rapid 

(Continued on page 122) 
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What Do You Know About Department-Store 
Merchandising Results? 


See page 127 for answers 
In what years since 1925 did department-store sales decline? _............... ' 
Check what normally happens to each of the following as sales increase: 
Factors Increase Decree Little Change 
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. Give approximate figures for each of the following in large department stores: 


a. Initial markup % «win... d. Turnover __ .....2.......2 
BD. GHORNME ll esnctabesediepes e. Returns from customers % ais 


c. Expense % 


. If a store has 250 employees, what is its approximate sales volume? $.<.,... TE. 
. A store’s sales are $10,000, its gross margin $3,500, its expenses $2,500, its other income $500, and 


its net worth $3,000. Fill in the table below. 


Dollars % 








a. Operating profit and % to sales —_-_ —- = 
b. Net gain and % to sales — — — —_ _ —_ 
c. Net gain % to net worth 


x 
x 
x 
| 
| 
| 
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. State 4 reasons why the markdown percentage is lower in large stores than in small ones. 


a. e. 
b. d. 

. If the profit is 5% of sales and 20% of the net worth, what is the relationship between sales and net 
worth? 


. By check marks, indicate how the percentage of volume in each merchandise division of a large 


department store compares with the corresponding percentage in a small store. Thus, if piece 
goods account for a smaller proportion of the entire volume in a large store than in a small one, 
check the space under smaller. 

Division Larger Smaller Little Difference 
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10. 


. Of the above merchandise divisions, which is the largest 


(a) in large stores? (b) in small stores? cesesessecesees 
(over 20 million) eeeeeeeeeees 

Which was the primary factor in the sales increase in 1942 of 12.4% over 1941? 

Check one of the following: 
Increase in the average sale ............... Increase in transactions _ ............ 














War and the British Retailer 


WALTER HILi 


Here is a summary of the retail situation in England, as recently reported 
from London. 


The effect of the war upon Britain’s 
retailers has been complex. Four gen- 
eral tendencies stand out. First, the 


overall volume of retail sales has shown 
a marked contraction. Second, the over- 
all value of retail sales has risen, as a 
result of the advance in prices. Third, 
the fall in the volume of sales, the with- 
drawal of labor from retail trade, the 
elimination of all but essential services, 
and the cut in advertising expenditure 
have brought substantial economies in 
distribution costs. Fourth, the short- 
age of supplies has meant that little 
stock has had to be cleared at reduced 
prices; and has indeed enabled retailers 
to dispose of much previously unsalable 
stuff which they had accumulated. 

In sum, higher prices, economies in 
distribution, and absence of markdowns 
or unsalable stock have tended to 
counteract the overall fall in the volume 
of trade. 

According to statistics published by 
the Government, Britain’s consumption 
of goods and services fell by a fifth in 
volume between 1938 and 1942, but 
partly as a result of higher taxes on 
unessentials the total value of expendi- 
ture rose by an equal percentage. If the 
percentage of profit per unit of sales had 
remained unchanged, the higher money 
turnover would have brought retailers 
a higher global gross profit. But under 
the comprehensive system of price con- 
trol introduced by the Government, 
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retailers as a whole have been prevented 
from profiting by the war. The prices 
of food and most other goods and 
services are strictly controlled by the 
prescription of maximum prices or max- 
imum profit margins. 


UNEVEN REDUCTIONS IN SUPPLY 


These general tendencies, however, 
have been distorted by three subsidiary 
developments of equal and often greater 
effect upon individual retailers or groups 
of retailers. These are, first, the un- 
equal incidence of the reduction in the 
volume of supplies of groups of goods; 
second, the geographical redistribution 
of the population since the beginning 
of the war; third, the increase in the 
proportion of the national income going’ 
to the low inceme groups. 

Differences in the curtailment of the 
supply of goods, not unnaturally, are 
marked. The production of many non- 
essential goods, from jewelry and house- 
hold ornaments to phonographs, has 
been suspended or reduced to a negligible 
level. The output of household goods, 
including furniture, has been drastically 
curtailed. The supply of clothing has 
been halved. 


REDISTRIBUTION OF POPULATION 


There has also been a substantial 
redistribution of the population. There 
has been an influx into the munition- 
making areas; London and the south of 
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England lost part of their population 
in the second half of 1940 through 
evacuation, though the movement has 
now been reversed. The concentration 
of troops in certain areas has been an 
additional factor. 

The effect of population movements is 
broadly reflected in the following statis- 
tics compiled by the Bank of England 
from a large number of stores. They 
show the percentage changes in the value 
of retail sales in the different areas be- 
tween 1937 and the year ended 
April 1943, 


PERCENTAGE CHANGE IN VALUE OF RETAIL 
SALES BETWEEN 1937 AND YEAR ENDED 
Apri 1943 


Per Cent 
Scotland +27 
Northeast England +20 
Midlands +20 
Northwest England +16 
South England +11 
Suburban London +1 
Central London —27 
Great Britain +7 


REDISTRIBUTION OF INCOME 


The redistribution of the national 
income in favor of the low income groups 
has been an important feature of 
Britain’s wartime economy. It is the 
result of two things. First, the in- 
crease in the gross incomes of the lower 
income groups; between October 1938 
and January 1943, the average weekly 
earnings of workers in industry rose by 
65 per cent because of higher wage rates, 
longer hours, and other factors. Second, 
the heavy increase in personal taxation 
of the higher income groups. This shift 
in the distribution of spendable incomes 
has not been without effect on retail 
trade. 
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RESULTS OF MALADJUSTMENTS 


All these subsidiary changes have had 
the effect of distorting the general trend 
in so far as individual retailers and 
groups of retailers are concerned. One 
of the most significant features, indeed, 
has been the unequal incidence of the 
war as between one retailer and another. 

The differential curtailment of sup- 
plies has meant that food retailers 
generally have been able to maintain 
their profits reasonably well. On the 
other hand, dealers in luxuries have been 
hard hit, though these have gained most 
from the ability to clear old stock which 
had previously been unsalable. Many 
have started dealing in secondhand 
goods. 

The redistribution of the population 
has meant that retailers suffered in some 
areas—those which have lost population 
—and gained in others. Again, the redis- 
tribution of incomes in favor of the lower 
groups has helped trade in the staple 
articles in certain shopping centers 
at the expense of others. 

Independent specialist retailers in arti- 
cles which are in short supply and stores 
in evacuated districts have suffered most, 
though there are no statistics to show 
how their profits have been affected nor 
how many have suspended business. 

Nonspecialist retailers, such as de- 
partment stores which stock a variety of 
merchandise, and concerns such as the 
chain stores, with widely distributed 
shops, have not fared too badly, espec- 
ially as they have been able to effect 
substantial economies’ by closing 
branches or departments. 
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s 
PROFITS AND DIVIDENDS OF STORES AS A PERCENTAGE OF THEIR Equity CAPITAL 


Ten-Year Average 


—_ 

Department Stores 

Army & Navy Stores 16.7* 

J. Barker 30.7 

Gamage 4.6 

Harrods 4.6 
Chain Storest 

British Home Stores 44.1 

Marks & Spencer 51.5 

F. W. Woolworth 64.1 


* Seven-year average. 
+ Averages calculated on present capital. 


Percentage of Equity Capital 
Latest Year 


Dividends Profits Dividends 
10.7* ? a i 
13.0 42.2 10.0 
11.4 8.9 7.5 
13.5 6.6 6.0 
14.6 54.5 25.0 
29.4 56.2 35.0 
54.0 57.2 50.0 


N.B. Nominal equity capital is the capital subscribed, not the capital actually employed. 


PROFITS OF LEADING STORES 


The experience of some of the leading 
department and chain stores is reflected 
in the table above. It compares, before 
deducting income tax, the percentages 
earned and paid in dividends on their 
nominal equity or ordinary share capital 
for the latest accounting year for which 
figures are available, with the averages 
for the last ten years. 


OVERALL EFFECT OF THE WAR 


The war, in fact, has not been disas- 
trous to retailers asa whole. Its impact 


has varied widely. At the one extreme 
many independent retailers of less es- 
sential goods have been compelled to 
suspend business for the duration of the 
war while chains have closed branches 
and department stores departments. 

At the other extreme there are retailers 
whose gross profits have hardly suffered 
at all. In the middle there is the 
majority, whose gross earnings are 
below, but not disastrously below, the 
prewar level: Retailers are performing 
an essential function in war, and doing 
so with much reduced staffs and in the 
face of many difficulties. 
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turnover of forward stock will not be 
feasible.) 

4, Arrange stock by size, then color, 
then style so as to ensure minimum 
handling in locating styles to show a 
customer. 

5. Check stock each day for soiled 
merchandise and send it to cleaner. 

6. Keep supplies of tissues and underarm 
shields in the fitting rooms. 

- 7. Train salespeople to handle blouses 

carefully. 


a) Hold them responsible for care of mer- 
chandise. 

b) Have a rule not to show more than 
three blouses at a time to a customer. 

c) Insist that blouses be put back in place 
after showing them, hanging or folding 
them as the case may be. 

d) Insist that all buttoned openings be 
fastened. 


8. Consider problem of fading and soilage 
when planning displays. If possible, 
use fluorescent lighting and in better 
departments protect goods by glass. 











Profit Analysis 


LESLIE ACZEL 


The author of the “efficiency index’? suggests some refinements to make the 
analysis of operating results more informative. 


In most analyses of the results of 
departmental merchandising operations, 
major attention is given to the rates of 
profit to sales—increase in the ratio 
is generally regarded as good performance 
and a decrease as bad performance. 
Seldom is attention centered on the 
profit relationship to merchandise in- 
vestment or on the change in dollar 
profits. 

Since a major goal of good manage- 
ment is to achieve increasing profits 
with a given investment, it would seem 


that the ratio of profits to merchandise ~ 


investment is, for analysis purposes, 
fully as important as the ratio of profit 
tosales. Yet, this relationship is seldom 
calculated by department or by classi- 
fication and few merchants realize that 
the rate of profits to investment is the 
product of two variables: the profit per 
cent to sales and the rate of capital turn- 
over.! In dynamic terms, then 


Efficiency index = Profit % to sales X 
Capital turnover 


Thus, the return on the merchandise 
investment may be increased either 
by increasing the well-known ratio of 
profit to sales or by increasing the 








Profit 3 
1 Proof: Profit % to sales: = and Capita] turnover 
Sales 
= : . Profit % to sales 
Av. mdse. investment at cost ™ x 


Profit Sales ra 
Sales Av. mdse. investment 








Capital turnover = 


Profit 
Av. mdse. investment * 
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capital turnover. Capital turnover, 
then, is seen to be as important as the 
profit per cent to sales in determining the 
basic conclusion. 

One oi the greatest advantages of the 
efficiency index is to rectify misleading 
influences created by generally used 
ratios, for it is easily possible that a 
department may show the highest gross 
and even net profit ratios and still be 
the poorest profit potential for addi- 
tional investment, due to a slow turn- 
over rate. For example: 


Dept.A Dept. B 


Gross profit r° Lio 40% 35% 
Net profit ratio 12% 9% 
Capital turnover rate 5X 9X 


If an additional $100,000 were avail- 
able for investment, consideration of 
gross and net profit ratios of the two 
departments would lead to the con- 
clusion that A has the greater profit 
potential. However, if the efficiency 
indexes are computed: 


Efficiency index 5 X 12 = 60, for Dept. 
A, and 9 X 9 = 81, for Dept. B. 


This means that if all operating factors 
remain equal in the future period, then 
the $100,000 invested in A_ would 
produce a net profit of $60,000, but 
invested in B would earn $81,000 or, 
in other words, $21,000 or 34.5 per cent 
more in spite of the lower gross and net 
profit ratio. 

The importance of the efficiency index 
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both in revealing the relationship be- 
tween profits and investment and in 
directing attention to the function of 
turnover would seem to warrant its 
inclusion in every study of departmental 
operating results. It should exert a 
major influence in determining policies 
of buying and of capital distribution. 


WEIGHING RATIOS TO REVEAL CHANGES 
IN DOLLAR PROFITS 


Both the usual ratio of profits to sales 
and the efficiency index, however, are 
subject to a limitation: they do not 
reveal changes in dollar profits and thus 
may be misleading unless adjusted. 
For example, the net profit ratio in 1941 
may be 6 per cent and in 1942 5 per cent. 
But sales in 1941 may have been 
$100,000 and sales in 1942 $150,000. 
Thus, the profit in 1941 was $6,000 and 
$7,500 in 1942, an increase of 25 per 
cent. Had the profit per cents alone 
been considered, an erroneous conclusion 
as to trend in the department would 
have been arrived at. 

To make the correct comparison 
possible from the percentages, the 1942 
profit of 5 per cent should be increased 
by the per cent of increase in sales— 
50 per cent. Thus, the ratio of profits 
to sales for 1942 should be available for 
analysis purposes both as 5 per cent (of 
1942 sales) and as 7} per cent (of 1941 
sales). Since profits in 1941 were 6 
per cent, it is clear that dollar profits 
are 1} per cent or one quarter higher. 

The same adjustment should be made 
in the case of the efficiency index. For 
example: 

1941: Capital turnover (5) X Net 

profit ratio (6) = Efficiency 
index (30) 
1942: Capital turnover (6) X Net 








profit ratio (7) = Efficiency 
index (42) 


While it is true that profits in 1941 
were 30 per cent of investment and in 
1942 they were 42 per cent of investment, 
the comparison gives the unwarranted 
impression that profits are considerably 
larger in 1942. But it is possible that 
the merchandise investment in 1942 
has been reduced one third. A reduc- 
tion of one third in the 1942 efficiency 


* index to 28 would indicate that for 


every $30 of profit in 1941, there was 
only $28 profit in 1942, even though the 
ratio of profits to investment increased 
from 30 to 42 per cent. Thus, weighing 
the efficiency index of the current year 
by a factor that measures the change 
in the investment makes it possible to 
make use of the efficiency index to com- 
pare changes in dollar net profits. ‘This 
weighted figure may be called a pro- 
ficiency index. It may be concluded, 
then, that along with the per cent of 
profit to sales and the efficiency index, 
the analyzer should have available either 
the profit ratio to sales weighted by the 
change in sales or the efficiency index 
weighted by the change in investment. — 
Thus, he will in index form be able to 
compare dollar changes as well as 
changes in the ratios. 


APPLICATION TO MERCHANDISE LINES 


The same reasoning may be used in 
comparing profits in different depart- 
ments or in different classifications 
within the same department. For ex- 
ample, as Schedule A indicates, line A 
may earn 30 per cent on the merchandise 
investment and line C only 20 per cent; 
but with greater investment in C, C 
may be earning a larger dollar profit— 
$40 to every $30 in A. 
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Schedule A. CompaRISON OF THE VARIOUS LINES DURING THE SAME PERIOD 





phy wemerd 
Ratio or Weighted 
Line of Average of Capital Efficiency Efficiency 
Merchandise Capital Net Profit Applied Index Index 
A $1, 000* $300 1 30 30 
B 1,300 325 be 25 $2.5 
Cc 2,000 400 a 20 40 
Total for 
Department $4,300 $1,025 — 23.8 _— 


In the “total” line, the efficiency index figure represents also the proficiency index figure. 


* The lowest amount to be used as basis. 


ILLUSTRATION OF METHOD OF ANALYSIS 

Below is a_ financial statement 
analyzed by applying the efficiency index 
method: 


1940 1941 

Net sales $100,000 $150,000 
Invest- 20,000 25,000 

ment 
Gross 40,000 40% 70,000 46.67% 

profit 
Expenses 15,000 15% 30,000 20% 
Net profit 25,000 25% 40,000 26.67% 
Capital 

turnover 5X 6X 


The above figures may be analyzed 
as follows: 


How efficiently has the operating investment 
been used each year? 
1940 1941 
Efficiency 
index =125 =160 
(5 X 25) (6 X 26.67) 


How did operating investments relate to each 
other? 
25% increase 


How did net profits relate to each other? 
(Weighted efficiency index when dollar profits 
are not directly available for comparison) 
Proficiency or weighted efficiency 
index =125 =200 
’ (Efficiency index = 160 plus 25% 
due to increase in investment) 
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What change in efficiency due to change in net 
profit ratio? 
Net profit ratio =25% = 26.67% 


Was the change in efficiency due to change in 


capital turnover rate? 
5X 6X 


Was the change due to gross profit ratio? 
40% 46.67% 
Was the change in net profit due to the expense 


ratio? 
15% 20% 


DISTRIBUTION OF OVERHEAD IN ARRIVING 
AT THE NET PROFIT 


While some large stores use refined 
methods in distributing expenses to 
departments, many prorate on a basis 
of sales. Even where departments are 
properly charged with expenses, in 
analyzing results by merchandise classi- 
fications it is often erroneously assumed 
that the departmental expense rate 
should be applied to the individual 
classifications in arriving at profit for 
each. But if a single basis for prorating 
expenses to classifications or lines is 
to be set up, average stock would seem 
a superior basis. Occupancy expenses 
are certainly much more closely related 
to stock investment than to sales, and 
even selling payroll bears as close a 
relationship to stockkeeping as to sales 
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ComMONLY USED METHOD OF BURDEN DISTRIBUTION 
Burden 25% to Sales 











Average 
Stock at Gross Profit Burden 
Line Cost Sales 30% 25% Net Profit NetE.1. 
A $500 $1,000 $300 $250 $50 10 
B 500 2,000 600500 100 20 
Total 1,000 3,000 900 750 150 15 
Suggested Method of Burden Distribution* 
A $500 $1,000 $300 $375 (50%) $-—75 —15 
B 500 2,000 600375 (50%) 225 45 
Total $1,000 $3,000 $900 $750 $150 15 
* Formula of burden distribution: 
Total Burden of Dept. : . 750 . 
= Burden to be applied per each $ of stock at cost = 1000 = .75 


‘. Average stock at cost 


volume. Overhead items charged the 
department may be directly related 
neither to sales nor to stock, but the 
use of stock as the proration basis will 
not penalize increased sales volume, so 
long as it is accomplished with an 
increased turnover. — 

The above example compares the 
two methods of distribution, using 
average cost stock to distribute the 
expense burden more clearly contrasts 
class A and B, making the inherent 
weakness of A clearly apparent. 


SUGGESTED FORM OF SCHEDULE FOR 
ANALYSIS 


In order to compare fairly the mer- 
chandising operations of different classi- 
fication within a department or of dif- 
ferent departments within the store, 
the following form is suggested. Due 
to space limitations, it appears in two 
sections, although in practice it will 
appear as a broad form. By substitut- 
ing departments for classification, the 
form may be used for department 
comparisons. 

There is one difference, however, 
when the department is the unit. In 
weighting the eificiency index in column 


pmere ersrerer Sasa oa 


K to compare relative dollar net profits, 
the average stock in the classification 
with the smallest stock is used as the 
base. In the example, this is class 4. 
Since the stock in class 3 is 3 times as 
great, the efficiency index (J) of class 3 
(27.6) is multiplied by 3. 

In comparing departments, it may be 
more important to compare changes 
in dollar profits from the year before 
than the dollar profits themselves. For 
this comparison, the efficiency index (J) 
may be weighted by the change in the 
average stock from the year before. 
Thus, if the average stock was $50,000 
in one department last year and $65,000 
this year, and if this year’s efficiency 
index is 20, 20 may be increased by 30 
per cent to 26. This shows that while 
profits are 20 per cent of this year’s 
average stock, they are 26 per cent of 
last year’s average stock. If last year’s 
efficiency index were 30, this comparison 
reveals that dollar profits have decreased 
4 points or 133 per cent. 

The significance of the various items 
in the attached schedule may be sum- 
marized as follows: 


Column B. A comparison with the previous 
period discloses the efficiency of capital alloca- 
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SUPPORTING SCHEDULE TO STATEMENT OF EFFICIENCY 











A B Cc D E F 
4 
B DXE 
Classifications (Stock at Cost) (Stock at Cost) Gross 
on Average $ Gross Profit Turnover Ratio Efficiency 
Type of Mdse. Sales Capital Gross Profit Ratio % of Capital Index 
1 $2 , 500 $500 $800 32 5 160 
2 2,400 800 864 36 3 108 
3 4,800 1,200 1,632 34 4 136 
4 800 400 328 41 2 82 
Total $10, 500 $2,900 $3,624 34.5 3.6 124.2 
G H I J K 
C-G EX! 
Proficiency Index 
Classifications Burden : - eighted to 
on (per $ of average Net Profit Net Profit Efficiency Capital 
Type of Mdse. stock) $ Ratio to Sales Index Net (Stock at cost) 
1 $543.20 $256.80 10.3 $1.5 64.4 
2 868 .90 —4.90L —01.9L —5.7L —11.4 
3 1,303.30 328.70 6.9 27.6 82.8 
4 434.60 —106.60L —13.3L —26.6L —26.6L 

Total $3, 150.00 $474.00 4.5 16.2 —_ 
tion. The variations in stock from the lowest Answers to “What Do You Know about 
stock or from last year’s stock will be used to Department-Store Merchandising 
weight column J to obtain K. Results?” appearing on page 119 

Column D. Shows the buyer’s e,ficiency in 1. 1930, 1931, 1932, 1933, and 1938 
wae , 2. a. Little change d. Decrease 

Column E. Reveals the degree of efficiency » Deshiies aan 
in maintaining a balance between sales and c. Inceies {. Yeeseats 
stocks. 

. a 3. a. 39.5% to 40.5% 

Column F. An index of merchandising b. 0.8% to 1.2% " d. 3.5 to 4.5 times 
efficiency, when the merchandiser (buyer) has c. 28.5% to 33.0%  €. 8.0% to 12.0% 
no control over expenses. 4. $2,000,000 to $2,500,000 

Column G. This may be broken down into ee "$i 000—10% ’ 
two sections. The fixed expenses would reveal ’ $1,500—1 5% 
the efficiency of general management and the e a ...—50% 
variable or controllable part the efficiency of 6. a. Turnover higher 
departmental expense control. : b. More heterogeneous clientele 

Column J. Shows the combined efficiency c. Larger proportion of hard lines 
in controlling the merchandise investment, and d, Better steck coated) 
the expenses, and in realizing markup. 7. Sales are 4 times net worth. 

Column K. Compares the dollar profits 8. a. Smaller e. Little differ- 
with those of other classifications or with those b. Larger ence 
of the previous period. Ii the latter, it indicates c. Smaller f. Larger 
the efficiency index that would have to have d. Smaller 
been achieved last year to reach this year’s 9. a. Home iurnishings b. Accessories 

10. Increase in the average sale 


dollar profits. 
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A Legal Decisionjof Importance to Retailers 


How far may a store go in contracting 
with a manufacturer to buy his product, 
on condition that he will not sell to 
competitors? It has always been legal 
for a manufacturer to choose his own 
customers and it has been a general 
practice in the fashion field for stores to 
prevail upon manufacturers to give them 
“‘confined” styles—styles that will not 
be sold to a competitor. 

But the Appellate Division of New 
York State has ruled that for a store 
to prevail upon a manufacturer to cut 
off sales to a competitor is a violation 
of section 340 of the General Business 
Law of the State. This section provides 
that “every contract, agreement, arrange- 
ment, or combination whereby. . .com- 
petition in the sale. . .of any article. . .is 
or may be restrained or prevented. . .is 
hereby declared to be against public 
policy, illegal and void.” 

The case involved two specialty stores 
and two coat manufacturers. According 
to the evidence, store A handled about 7 
times as much of these manufacturers’ 
products as store B but was troubled by 
the latter’s price competition, in that 
the latter refused to recognize A’s policy 
to undersell competition. Since B re- 
fused to raise its price above A, the 
manufacturers finally agreed not to sell 
any of its products to B, since A’s pa- 
tronage was more important to them. 

Store B brought legal action, but the 
Supreme Court of the county upheld the 
defendants, on the ground that competi- 
tion was not restrained and the manu- 
facturers were at liberty to select their 
customers. But the Appellate Court 
has reversed the decision. It points out 


that the manufacturers did not freely 
refuse to sell to a particular retailer, 
that not one “exclusive” style or line” 
was involved but all merchandise, and’ 
that the object and effect of the arrange- 
ment was to destroy B as a competitor of | 
A. It also pointed out that the de-’ 
fendant manufacturers made a widely 
advertised coat having unusual features 


_—a coat that had been an important item | 


for the stores that had built up good | 
will for it among their own customers. | 

To quote one paragraph from the 
decision: ‘“‘A manufacturer has a right to 
pick his own customers, and refuse to 
sell to a particular customer, provided ~ 
that such refusal is not the result of a 
combination with others to destroy © 
competition so far as the whole product | 
of important manufacturers is concerned, 
We think that section 340 was intended | 
to prevent the practice that [A] here © 
engaged in whereby a larger competitor, | 
using the pressure of superior buying ~ 
power, seeks to eliminate one by one — 
smaller competitors by seeking arrange- ~ 
ments with manufacturers, such as the — 
one here in question, to refuse to sell to © 
competitors and cut off their supply, 
though they have been buying the prod- 
ucts and competing in them for years.” — 

It should be noted that only intrastate 
(New York) trade was involved and that 
the Federal Anti-Trade laws were not a 
factor in the decision; also that the 
decision was split : 3-2, two justices voting 
to uphold the Supreme Court, Special 
Term decision in favor of A. 

The case does indicate the danger, 
however, in a rather common practice of 
one store’s urging a manufacturer to 
discontinue selling to a competitor. . 
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